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ABSTRACT KEYWORDS 

This article explores changing transport-logistic capabilities of the Russia's Arctic policy; the 
Northern Sea Route (NSR) and Russia’s policy to further develop Northern Sea Route; shuttle 
them. The authors begin with a study of latest changes in the NSR transportation model 
management system in Russia, and characterise a series of systemic 

measures undertaken by Moscow over the last decade to improve 

the transport potential of the NSR. They also assess Russia’s key 

actors, their economic interests and projects in the Arctic, empha- 

sising that large scale energy and infrastructure development pro- 

jects have become catalysts to accelerate development of the NSR. 

However, the main research issue of this paper is to determine the 

most optimal conditions for the NSR utilisation that could ensure 

time and cost savings for shipping carriers. According to the 

authors, the key obstacle to successful development of trans- 

Arctic shipping is the lack of an economically effective model to 

organise it along the NSR. In this regard, the main research thesis 

that the authors are trying to prove is that the application of the 

concept of shuttle transportation between two large logistic hubs, 

built on the basis of the ports of Murmansk and Petropavlovsk- 

Kamchatsky will create optimal conditions for trans-Arctic shipping 

along the NSR. Another research issue for this paper is to assess the 

prospects of the NSR as an international transport line. For this 

purpose, recent trends in Arctic shipping and the prospective for 

international cooperation in the implementation of major LNG 

extraction and transport-logistic projects in the Arctic have been 

analysed. 


Introduction 


Over the past several decades, the Arctic has become an important topic on the interna- 
tional agenda, not only for regional states, but also for countries that are geographically 
remote from this part of the world. The heightened interest of the world community 
towards the Arctic could be explained by at least two key macro factors: firstly, the Arctic 
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coast, waters and shelf of its seas contain significant reserves of natural resources; and 
secondly, the climatic transformations of the region have created favourable conditions 
for the use of sea lanes connecting the largest trade zones of America, Europe and Asia. 

This research is related to the second factor and devoted to an assessment of transport- 
logistic capabilities of the Northern Sea Route (NSR) and Russia’s policy to develop them. 
Thus the first research issue for this paper is to assess the key Russia’s actors and their 
interests in the Arctic. For this purpose authors clarify latest changes in the NSR 
management system in Russia, and characterise a series of systemic measures undertaken 
by Moscow over the last decade to improve the transport potential of the NSR. Besides, 
they prove that lately Russia’s large-scale energy and infrastructure development projects 
have become catalysts to accelerate development of the NSR. 

However, in this work the authors do not set a task to study the economic attractive- 
ness of the NSR in comparison with traditional sea routes (via the Suez or Panama 
Canals). By now, Russian and foreign scholars have published many papers devoted to 
the calculation of the NSR’s economic capabilities, and they still could not develop 
a common position on this issue. The literature research demonstrates that their forecasts 
and conclusions have often been opposite - from sharply negative (e.g. Moe and Jensen, 
Storey, Inozemcev, Hansen et al., Pruyn),’ to very optimistic (e.g. Xu et al., Furuichi and 
Otsuka, Lukin, Engdahl).” Despite the fact that the NSR is the shortest way between Asia 
and Europe, some experts rightly emphasise that reducing the distance by 40% does not 
always ensure a proportional reduction in time and cost of transportation.’ But the main 
shortcoming of the NSR, which so far does not allow it to become a global route, is the 
seasonality of its use due to the difficult weather and ice conditions in the seas of the 
Arctic Ocean.* 

According to the authors, the key obstacle to successful development of trans-Arctic 
shipping is the lack of an economically effective model to organise it along the NSR, while 
the main research issue of this work is to determine the most optimal conditions for the 
NSR utilisation that could ensure time and cost savings for shipping carriers. In this 
regard, the main research thesis of the work is that the application of the concept of 
shuttle transportation between two large logistic hubs, built on the basis of the ports of 
Murmansk and Petropavlovsk-Kamchatsky, will create optimal conditions for trans- 
Arctic shipping along the NSR. 

Finally, the trend towards increased trade between Europe and Asia indicates that in 
the near future more states will begin to show interest in the Arctic shipping. Thus, the 
role of and perspectives for international cooperation in the implementation of major 
liquefied natural gas (LNG) extraction and transport-logistic projects in the Arctic is also 
analysed in this paper. 


™Moe and Jensen, “Opening of New Arctic Shipping Routes”; Storey, “Russia's Arctic shipping ambitions”; Inozemcev, 
“Absurd Investments”; Hansen et al., “Arctic Shipping: Commercial Opportunities and Challenges”; and Pruyn, “Will the 
Northern Sea Route ever”. 

2Xu et al., “The potential seasonal alternative of Asia-Europe”; Furuichi and Otsuka, “Cost Analysis of the Northern Sea 
Route”; Lukin, “Analiz deiatel’nosti Severnogo morskogo”; Engdahl, “Huge Implications of Russia’s Northern Sea Route”. 

3Liu and Kronbak, “The potential Economic Viability of Using”. 

Brigham, “The Arctic waterway to Russia’s economic future”. 
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Theoretical framework 


The development strategies of the Arctic zone of the Russian Federation (AZRF), which 
would be analysed in more details further in the text, are aimed at realisation of Russia’s 
national interests in the Arctic. It can be achieved by a comprehensive build-up of 
competitive advantages of the AZRF that would allow: to strengthen Russia’s position 
in the region, to ensure international security, and to intensify international 
cooperation.” The main topic of this paper is to study active economic policy of the 
Russian state aimed at realisation of its national interests in the Arctic, and thus the best 
theory to explain those issues is “economic realism’ developed by Robert Gilpin and his 
followers.° 

However, to characterise Russian policy in the Arctic, including ways and means of the 
NSR development, we could not rely on just one paradigm of international relations, but 
have to apply an eclectic perspective. To study practical aspects of the NSR development, 
the authors also use neoliberal theory of neofunctionalism proposed by E. Haas.’ It is 
very helpful to explain the policy of the Russian Government taking advantage of the 
recently started LNG production in the Arctic that, based on a ‘spill-over effect’, is 
making favourable conditions for development in other economic sectors (infrastructure, 
logistics, shipbuilding, etc.) in this region and even in the neighbouring Russian Far East 
(RFE). Same theory is useful to explain models of cooperation that have been recently 
formed by Russian companies with Japanese and Korean partners in the Arctic. As far as 
Russia’s strengthening cooperation with China in the Arctic and the RFE, especially in 
the energy field, this phenomenon, with some assumptions, may be characterised by 
another neoliberal theory of complex interdependence.’ 

Besides, according to the authors, one of the key obstacles to successful development 
of trans-Arctic shipping is the lack of an economically effective model to organise 
shipping along the NSR. To analyse the functioning and perspectives of the Russian 
transport system in the Arctic, a structural-functional approach is applied. 


Russia’s key actors, economic interests and projects in the Arctic 


The geopolitical position of the RF is unique. Russia is located in the east of Europe and 
in the north of Asia, occupying about one-third of the territory of the Eurasian continent. 
However, the advantages of such a geographical position are quite contradictory. On the 
one hand, ‘Russia remains the most extensive transcontinental state with a powerful belt 
of neighboring countries and with a transitional position between Europe and Asia’,’ 
which allows it to fulfill the function of the Eurasian transit corridor. On the other hand, 
most of Russia’s territory is located in a zone of low temperatures and severe climatic 
conditions, which makes it very difficult to conduct profitable economic activity there. 
From this perspective, the NSR is a vivid example of how the positive and negative 
sides of Russia’s geographic location are intertwined. The doubtless advantage of the 


>‘Development strategy of the AZRF. 
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NSR is that it is the shortest waterway from North-West Europe to North-East Asia. As 
an example, the distance from Yokohama (Japan) to London (UK) is 11,400 nm 
through the Suez Canal and 12,580 nm through the Panama Canal. When passing 
through the NSR, these distances are reduced to 7200 nm, so the trip is shortened by 
58% and 75%, respectively.'° The NSR usage not only reduces the distance, but also 
enables ship owners to save fuel and, therefore, to reduce the cost of goods transporta- 
tion. In turn, the reduction of fuel consumption will have a positive impact on the 
environment. Besides, the NSR is free of pirates that threaten maritime shipping in the 
Horn of Africa." 

However, there are several factors that reduce the NSR’s attractiveness for the inter- 
national transit of goods, and most of them are directly related to extremely harsh 
weather conditions. The Arctic is one of the least populated regions of the world, and 
a place where only limited economic actions can be conducted. The region lacks adequate 
maritime infrastructure, as well as proper meteorological, navigational and hydrographic 
support for seafarers. And most important is that the Arctic seas have a seasonally limited 
navigation period (3-5 months a year). 

Nevertheless, for Moscow, the Arctic is a strategically important region. Initially, 
Russia’s key national interests there were defined in 2008 in “The foundations of the 
state policy of the Russian Federation in the Arctic up to and beyond 2020’ as follows: a) 
usage of the AZRF as a strategic resource base, allowing for a smooth solution of socio- 
economic development problems; b) safeguarding the Arctic as a zone of peace and 
cooperation; c) conservation of the Arctic’s unique ecosystems; d) usage of the NSR as 
a national integrated transport-communication system." 

The Russian policy-makers and specialists in international law pay a great attention to 
the use of law to protect Russia’s national interests in the Arctic and shape a legal order in 
the region to the benefit of Moscow that is interested to promote usage of the NSR for 
international shipping, but within its own jurisdiction.'* For example, in 2013 the 
Government adopted “The development strategy of the AZRF and national security for 
the period up to 2020’ that called to improve national legislation on the AZRF, 
including regulations on industrial activities, environmental issues, the NSR, etc. That 
document clarified development priorities and defined the main activities aimed at 
realisation of Russia’s national interests in the Arctic. The document also provides for 
a comprehensive build-up of competitive advantages of the AZRF in order to strengthen 
Russia’s position in the region in security and economics. Based on this strategy, we can 
conclude that Russian policy to develop the AZRF as a whole, and the NSR in particular, 
is predominantly consistent with principles of “economic realism’ theory. 

On 5 March 2020, the Government adopted Executive Order No 164 ‘Basic Principles 
of the Russian Federation State Policy in the Arctic to 2035’. The document defines goals, 
priorities, tasks and mechanisms for implementing Russia’s state policy in the region, and 


10-Schøyen and Bråthen, “The Northern Sea Route versus the Suez Canal”. 
11-Sevastyanov and Kravchuk, “The Russian Approach to National Security in the Arctic”. 
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demonstrates a high level of its continuity. The national interests defined in 2008 in 
‘Foundations of State Policy’ (see above) were complemented in it by two more provi- 
sions: a) ensuring the sovereignty and territorial integrity of Russia; b) ensuring a high 
quality of life and well-being of its Arctic population. As to the NSR, Russia still seeks to 
develop it as ‘a globally competitive national transport corridor’. Basic principles 2035 is 
primarily focused on solving internal problems, so the Kremlin considers non- 
compliance with the deadlines for creating the NSR infrastructure, as well as for the 
construction of icebreaking, rescue and auxiliary fleets, as the major threats to successful 
implementation of the NSR project. Moscow’s overall goal is to provide year-round, safe, 
regular and cost-effective navigation through the NSR, including trans-Arctic shipping. '° 

The key Arctic actors in Russia are represented by two principal groups - govern- 
mental (the president administration, the government, federal executive agencies, regio- 
nal and local governments, etc.) and non-governmental (interest groups/lobbies, 
business companies, political parties and associations, think tanks and mass media). 

For several decades the NSR management system that gave the Ministry of Transport 
the right to single-handedly navigate the Arctic sea lanes remained unchanged. However, 
on 27 December 2018 President Putin signed a law, which established a shared respon- 
sibility for the NSR management between the ‘Rosatom’ and the Ministry of Transport. 
According to the document, ‘Rosatom’ gained authority over development and opera- 
tional control of shipping, infrastructure and sea ports along the NSR, while the Ministry 
of Transport retained its powers to issue regulations on shipping (including safety and 
environmental standards), to allow or deny ships’ access to the NSR and develop 
international cooperation, including the Polar Code implementation. It was supposed 
that this reorganisation will help to fulfill the presidential task to increase annual volume 
of goods transported through the NSR to 80 million tons by 2024.’ Moreover, in 
January 2019 the decision was made to include Arctic issues under the responsibility of 
the Ministry of the Far East in a move to coordinate the country’s expanding develop- 
ment of regional infrastructure and industry. As a result, it was renamed as the Ministry 
of the Far East and Arctic. 

For a long time Russian companies - the largest of which are ‘Novatek’, “VostokUgol’, 
‘Norilsk Nickel’, ‘Rosneft’, ‘Gazpromneft’ and others - were successfully implementing 
their projects in the region related to extraction of the Arctic resources.'* However, as 
a result of the Ukraine crisis, in the first half of 2014 the US and the EU began to apply 
sanctions against Russia aimed at restricting access of major Russian banks and compa- 
nies to Western financial resources, and at banning transfer of technologies and equip- 
ment to oil and gas giants, such as Gazprom, Rosneft, Novatek, and the like. As a result, 
those sanctions stopped or ‘frozen’ several important projects in the AZRF thus slowing 
down development of the NSR and at least temporarily making it less attractive for 
international cooperation. To resist Western sanctions against the Russian energy indus- 
try, Moscow launched a program of accelerated import substitution, and as a result they 
have only partially achieved their goals. 


16 Basic principles 2035. 
17-Sergunin and Konyshev. “Forging Russia’s Arctic strategy”. 
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Considering Russia’s largest oil gas exporters, they resorted to different strategies to 
counter sanctions. With the start of them, Rosneft and Gazprom decided to cancel or 
freeze their large-scale projects in the region. However, on 11 February 2020, the head of 
‘Rosneft’ Igor Sechin presented to President Putin the plan to start a large-scale oil 
project in the Taymyr Peninsula - ‘Vostok Oil’. According to Sechin, the resource base 
of the project is about 5 billion tons of oil, and the total amount of investments is 
expected to exceed 10 trillion rubles. The company plans to build 15 oil-producing towns, 
two airfields, a port, about 7800 km of pipelines, 3500 km of electric grid facilities, power 
generating facilities with total capacity over 2000 megawatts, etc. So, ‘Rosneft restarted 
developing huge energy cluster in the Arctic, while materials for its construction, as well 
as oil extraction and processing products will be transported through the NSR.'” 

Before the imposition of sanctions Gazprom had plans to double its Arctic offshore 
reserves and to launch up to 12 new fields by 2024, however in 2014 it postponed capital 
intensive projects for offshore gas exploration in the Arctic. Enjoying a monopoly of 
Russia’s pipeline gas exports, Gazprom continued to prioritise them and in 
December 2019 started first ever pipeline gas deliveries to China by the ‘Power of 
Siberia’. Currently, Gazprom has firm plans to launch second pipeline to China which 
may reinforce its dependence on Beijing.”° 

Opposite to that, the private gas company Novatek, being from July 2014 under the 
American sanctions continued to create a powerful infrastructure for gas production and 
processing in the Arctic and for delivering LNG to Europe and the APR. It includes the 
construction of several LNG plants, a centre for building large-capacity marine struc- 
tures, two LNG transhipment hubs, etc. One of the most significant events in 2017 was 
the launch by ‘Novatek’ of its first “Yamal-LNG’ plant. Currently Novatek is building 
a second LNG plant on the Gydan Peninsula under the “Arctic LNG-2’ project. The 
planned total capacity of this plant is 19.8 million tons of LNG per year (for “Yamal-LNG’ 
this figure is 16.5 million tons). Overall, gas production growth in the Arctic has been 
secured by the Russian government’s program of the accelerated import substitution, 
uneven application of sanctions by the US. and the EU, and by strong financial support 
from China.”! 

In 2019 newly created company ‘Rosatom-Cargo’ - the subsidiary of ‘Rosatom’ - 
presented foreign partners its plans to develop transit container traffic via the NSR within 
the ‘Northern Maritime Transit Corridor’ project (NMTC) that received endorsement of 
the Russian government. Under the NMTC initiative, Rosatom’ plans to launch the 
permanent container line utilising a fleet of ice-class container ships with a capacity of 
5,000 TEU per each between two hub terminals in the west and east of the NSR. For now, 
this project is at a preliminary stage, when an assessment is underway to determine the 
most efficient marketing development strategy for the NMTC. The start of commercial 
operation of the project is planned for 2027,” while ‘Rosatom’ plans to invest 7 
USD billion (50% from VTB bank and 50% from its own funds) to purchase up to 55 ice- 


1%Rossijskaya gazeta. Bet on Taymyr. 

?°.Seyastianov and Sokolova. “Russian Gas Companies Strategies in the Asia-Pacific and in the Arctic under Western 
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class container ships and upgrade port facilities of Murmansk and Petropavlovsk- 
Kamchatsky.”* 

Within the framework of the Russian regional policy, the NSR had been assigned the 
role of a national transport artery,” which, above all, should satisfy the transport needs of 
large companies engaged in resource extraction in the region. That is why over the last 
decade Moscow has taken a series of measures to improve the transport potential of the 
NSR, while realisation of many comprehensive and costly projects in this sphere could be 
considered as manifestation of the Russia’s “economic realism’ in the region. 

The first priority was to ensure the safety of navigation and provide the required level 
of emergency preparedness in the AZRF. In the Arctic, Russia has already deployed: two 
marine rescue coordination centres and three sub-centres under the Transport Ministry 
authority, and six search-and-rescue stations (SRS) under the Emergencies Ministry 
authority (four more SRS are to be deployed in the future). Thus, the total number of 
rescuers in the Arctic has already exceeded 18 thousand people.” 

Apart from that, by 2017 Russia has modernised its maritime awareness system in the 
Arctic. As a result, for 1 year the NSR Administration provided: 78 coastal warnings for 
the Eastern part of the region and 163 for its Western part; 730 issues of analytical and 
prognostic hydro-meteorological information for the Western part of the NSR and 214 
for its Eastern part; and 8 long-term ice forecasts for the route areas with difficult 
navigation conditions.” Since then, the NSR administration has regularly provided 
seafarers with relevant information. 

Another focus of Russia’s Arctic policy is the construction of new icebreakers. To 
implement future projects in the Eastern Arctic, where ice conditions are more severe 
than in the western part of the region, the country needs nuclear icebreakers. Today, 
Russia has about 40 icebreakers of various types, only four of which are nuclear (project 
10520), and all of them will be decommissioned between the years of 2023 and 2035. 
According to ‘Rosatomflot’ estimates, four nuclear icebreakers will be sufficient to 
implement Russian projects in the Arctic until the year 2020, but by 2023 that number 
should be increased to six vessels, and after 2026 - to seven.” 

To replace the Soviet-era nuclear icebreakers, Russia plans to build five LK-60 vessels 
(project 22220) with a more powerful nuclear power plant (60 MW vs. 55 MW). The first 
of them (‘Arktika’) was commissioned in 2020, while construction of two more vessels 
(‘Sibir and ‘Ural’) is to be completed by 2021 and 2022, respectively. Due to the 
‘Ukrainian crisis’, the terms of the commissioning have been postponed for almost 3 
years for each vessel. Nonetheless, in August 2019 ‘Rosatom’ and JSC ‘Baltiysky Zavod’ 
signed a contract on construction of the two remaining ships of the series, which should 
be built by the end of 2024 and 2026.”* 

Construction of a high-power icebreaker (120 MW) of the project 10510 ‘Lider’ class 
capable of breaking ice with a thickness of up to 4.1 m will be a real breakthrough in the 
Arctic shipping. The main purpose of these vessels is to provide year-round navigation to 


?3-High North News. Rosatom To Invest $7bn in Arctic. 
?4Foundations of the State Policy. 
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all regions of the Arctic. The technical design of the nuclear-powered ‘Lider’ class 
icebreaker was completed by ‘Iceberg’ Central Design Bureau (St. Petersburg) in 
November 2017,” but it has taken more than 2 years to find financial resources for the 
project. 

In January 2020 the Russian Government allocated 127.6 billion rubles for the con- 
struction of the first icebreaker of the series that is to be built on the facilities of the 
shipbuilding complex ‘Zvezda’ at the RFE by 2027.*° The keels of two more icebreakers of 
the series are planned to be laid before 2023. The cases of upgrading port facilities of 
Murmansk and Petropavlovsk-Kamchatcky, as well as placing orders to construct ‘Lider’ 
class icebreakers at ‘Zvezda’, that are tightly integrated with the need to supply growing 
LNG volumes from the Arctic and to improve shipping conditions of the NSR, are clear 
examples of how the Russian Government applies the principles of the neofunctionalist 
theory to develop the AZRF and NSR related infrastructure. 


The concept of shuttle transportation along the NSR 


Official statistics of freight traffic through the NSR have shown an annual increase in the 
total volume of goods transported in the AZRF - in 2018 this figure amounted to 
20.2 million tons (see Table 1). The constant growth of this indicator has been primarily 
caused by the intensification of intra-Arctic shipping, since Russia launched several large 
projects in the Arctic related to resource extraction and processing (such as “Yamal- 
LNG’, ‘Novy Port’, “Arctic LNG-2’, etc.). 

At the same time, the number of transit passages through the NSR was fluctuating and 
did not reach significant indicators - the highest number of trans-Arctic voyages on 
record was in 2013 (71 voyages), after which that figure has fallen sharply (see Table 1). In 
many respects this decline happened due to the fall in oil prices that made shipping 
through the Suez and Panama Canals less costly. Besides, Western countries’ sanctions 
have also played role in this process. 

For a long time, the main problem in trans-Arctic shipping development along the 
NSR was related to the fact that Russia had not elaborated an attractive logistics model for 
effective use of the route. In essence, today Russia offers foreign companies to use its 
territory (water area) for cargo transportation and provides costly icebreaking services 
for that. But, as foreign experts note, the territory lacks the necessary infrastructure, not 
all services are provided there, and climatic conditions are quite dangerous for commer- 
cial navigation." 


Table 1. The NSR transit statistics. 


Year 2011 2012 2013 2014 2015 2016 2017 2018 
Volume of transported cargoes (million tons) - - 2.9 3.8 54 7.48 10.7 20.2 
Number of transit passages 41 46 71 31 18 19 27 27 


Source: CHNL Information Office. The NSR Transit Statistics; Mintrans. Volume of Cargo Transportation along the NSR. 
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In 2017 the ‘International code for ships operating in polar waters’, which is also 
known as the IMO Polar Code, entered into force.** The document determines that only 
ice-class vessels, falling under one of the three established categories, can be used in the 
Arctic. But the total number of ice-class vessels in the world merchant fleet is limited, as 
the world community has only recently begun to think seriously about the prospects of 
trans-Arctic shipping. The main trend in the world shipbuilding industry has been the 
production of large and super-large vessels of various types for transoceanic transporta- 
tion, most of which are not capable of operating in the Arctic. This factor imposes 
additional restrictions on trans-Arctic shipping, because the construction of ice-class 
vessels with technical characteristics meeting the requirements of the IMO Polar Code 
would require significant financial resources and time. 

Given the shortage of vessels that can operate in ice-infested waters, it becomes clear 
that prolonged utilisation of ice-class ships outside the Arctic Ocean (e.g. while sailing in 
the ice-free waters of the Pacific or Atlantic Oceans on the path from Asian to European 
ports and vice versa) is economically unprofitable. Taking this into account, the Russian 
Government has started searching ways for the most effective usage of ice-class vessels on 
the NSR. One of them became a plan to create two large logistics hubs at the entrances to 
the NSR (in its Western and Eastern parts) on the basis of ‘non-freezing’ ports of 
Murmansk and Petropavlovsk-Kamchatsky with year-round navigation.” The logistic 
model based on shuttle shipping between two hubs is presented on Figure 1. 

According to the authors, the application of the above-mentioned logistical model for 
shipping by the NSR will ensure a substantial decrease in financial and time losses. 
Firstly, one of the main shortcomings of the NSR is the need to use icebreaking services, 
while growing use of ice-class vessels on the NSR will lead to price reduction for them, 
since for ice-class vessels (e.g. Arc-4) it is almost half of that for conventional ships.” 

Secondly, ice-class vessels are able to move in ice-covered waters at speeds which 
exceed those of conventional vessels in the region (with or without icebreaking support). 
This will result in time savings and, in some ways, cost savings — through reducing fuel 
consumption. In turn, the lesser fuel consumption will cause positive effect on the 
environment. 

Thirdly, the probability of an emergency situation with a vessel that meets the 
requirements of the IMO Polar Code is much lower than with a conventional one. 
This fact will cause the reduction in the insurance fees for shipping along the NSR. 

Fourthly, since ice-class ships will navigate only along the NSR, their crews will get 
a necessary expertise to operate there without ice pilots, which will also lead to slight cost 
savings. 

Fifthly, the application of the logistic model based on shuttle shipping between two 
Arctic hubs will result in creation of a more predictable timetable for goods transporta- 
tion, in which the time for the formation and dispatch of convoys will be determined in 
advance and known to the shippers. The probability of a deviation from this timetable for 
convoys, consisting only of ice-class vessels, is much lower than for those with conven- 
tional ships. In addition, the utilisation of conventional vessels will be also optimised. All 


321MO. Polar Code. 
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| Cargo delivery to logistic hubs. | 
Cargoes, transported from Asia to Europe and back, will be delivered to the logistic hubs (Murmansk 
and Petropavlovsk-Kamchatsky) by large vessels not adapted for navigation in polar waters. 


| Cargo transshipment to ice class vessels. | 


In Murmansk and Petropavlovsk-Kamchatsky, cargo will be transferred to ice-class vessels, whose 
primary task, taking into account their unique technical characteristics, is to provide shuttle 
transportation of cargoes between the eastern and western logistics hubs. 


Loaded ice-class vessels (shuttles) will form Arctic convoys, which will transport cargo in difficult ice 
conditions via the NSR, with or without icebreaking support (it depends on a season). 


g, large non-ice class vessels arriving from the Asia-Pacific region to Petropavlovsk- 
Kamchatsky will take European cargoes delivered earlier from Murmansk and transport it to Asian 
ports and vice versa. 


Figure 1. The model of Arctic shipping based on shuttle transportation between two logistic hubs. 
Source: Kravchuk, ‘Transportno-Logisticheskie Vozmozhnosti Rossiiskoi Arktiki’. 


of this will allow shippers to better predict the process of goods transportation along the 
NSR, which is crucial for organising container transportation.*° 


Transport-logistic capabilities of Murmansk and Petropavilovsk-Kamchatsky 
seaports, and the latter’s prospective for development 


The key characteristics that allow the ports of Murmansk and Petropavlovsk-Kamchatsky 
to be considered as logistics hubs are their advantageous geographical position and 
climatic conditions. Both ports are located at the gateways to the NSR (Murmansk - at 
the western gateway, on the coast of the Barents Sea in the basin of the Arctic Ocean; 
Petropavlovsk-Kamchatsky - at the eastern gateway, on the coast of the Sea of Okhotsk 
and the Bering Sea in the basin of the Pacific Ocean). 

The effective implementation of the concept of shuttle transportation along the NSR 
will require both Arctic hubs to have approximately equal logistics capabilities. 
Unfortunately, a comparative analysis of their characteristics shows a disproportion 
among them almost in all parameters (see Table 2). The port of Murmansk is one of 
Russia’s largest infrastructure projects. Major construction work is currently ongoing to 


35-Storey, “Russia's Arctic shipping ambitions”. 
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Table 2. Transport-logistic capabilities of Murmansk and Petropavlovsk-Kamchatsky seaports. 


Petropavlovsk- 


Main logistical characteristics of seaports Murmansk Kamchatsky 
The area of the port’s land territory (hectares) 645.9 136.96 
The area of the port's water area (square kilometres) 53.7 1792.16 
Number of berths 110 56 
Total length of the berthing front (metres) 12,956.18 6089.1 
The throughput of the port’s cargo terminals (thousand tons per year) 24,647.2 2060.6 
including: 
bulk cargo (thousand tons per year) 2800 - 
dry cargo (thousand tons per year) 19,100.4 1262 
containers (thousand TEU per year) 228.9 66.55 
The throughput of the port's passenger terminals (people per year) 141,000 16,000 
The maximum dimensions of vessels entering the port (draught, length, width) not 9/200/25 
(metres) limited 
The area of covered warehouses (thousand square metres) 60.2 32.84 
The area of open warehouses (thousand square metres) 247.84 109.9 
The capacity of storage tanks for oil products (thousand tons) 76.1 30 
Navigation period in the seaport year- year-round 
round 


Source: MorFlot. Register of Seaports. 


complete the so-called Murmansk Transport Hub which includes new roads, railway, 
ports and other facilities on the west of the Kola Bay. Murmansk is already a key hub for 
reloading coal, oil, fish, metals and other cargo exported from the European part of Russia, 
and it can serve as the main western gateway for the NSR to Asia.” The throughput of 
Murmansk’s cargo terminals is almost 12 times higher than of Petropavlovsk-Kamchatsky. 
The latter also concedes 1.8-2.5 times by the number of berths and their total length, by 
the area of covered and open warehouses, by the capacity of storage tanks for oil products, 
etc. Murmansk is the only Russian port capable of accepting ships with deadweight up to 
300,000 tons on a year-round basis, while Petropavlovsk-Kamchatsky can accept ships 
with the deadweight not exceeding 50,000-60,000 tons. 

Thus, to implement the concept of shuttle transportation along the NSR, Russia has to 
take the following measures: at the first stage — to increase transport-logistic capabilities 
of the port of Petropavlovsk-Kamchatsky to a level more or less comparable to the port of 
Murmansk; at the second stage - to provide development of transport-logistic capabil- 
ities of both hubs, which should be proportional to actual growth of cargo volumes 
transported through the NSR. 

Such a project is very expensive, and Moscow is interested to attract foreign investors 
for its implementation. President Putin has repeatedly pointed out the need to further 
improve the legislation in order to support business initiatives and simplify the daily 
work of entrepreneurs.” According to some experts, one of the main tasks of Russia’s 
state policy in the Arctic is to create conditions for investments inflow, renewal of fixed 
assets and infrastructure?" 

In practice, the first stage of implementation of the concept of shuttle transportation 
along the NSR is already underway. The Russian Government has taken measures to 
increase the investment attractiveness of the port of Petropavlovsk-Kamchatsky: firstly, 


3©Engdahl, “Huge Implications of Russia’s Northern Sea Route”. 
37Regnum. Putin: Russia's Political Task. 


38-Konyshev, Sergunin and Subbotin, “Gosudarstvennyj Prioritet — Ustojchivoe Razvitie”. 
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in 2015 the port came under a new preferential regional regime for taxes and invest- 
ments, as the Government established there a territory of advanced social and economic 
development (TASED) ‘Kamchatka’,*? consisting of nine investment sites, one of which - 
‘the Seaport’ - is directly related to the development of the transport-logistic infrastruc- 
ture; secondly, in 2016 Petropavlovsk-Kamchatsky was granted the status of a free port 
(porto-franco regime).*’ As a result, by the end of 2018, about 240 off-budget investment 
projects with a total amount of private investments of about 216 billion rubles were at 
different stages of implementation within Kamchatka Region.*! 

In October 2017, ‘Novatek’ and the Government of Kamchatka Region signed an 
agreement to construct a floating terminal for LNG transhipment using state support 
measures introduced by the TASED and free port preferential regimes. The capacity of 
this terminal (21.7 million tons per year) exceeds the capacity of “Yamal-LNG’ plant 
(16.5 million tons per year). This fact indicates that the construction of this LNG terminal 
wood meets the needs not only of “Yamal-LNG’, but also of the “Arctic LNG-2’ project. 
According to ‘Novatek’s’ chairman Leonid Mikhelson, ‘the terminal construction will 
allow the company: to optimise transport logistics when delivering LNG from the Arctic 
to consumers in the Asia-Pacific region (APR), to stimulate the usage of the NSR, and, in 
the future (based on this transhipment terminal) to form a new independent centre for 
LNG price formation in the APR’.** 

The LNG terminal utilisation will optimise the work of ice-class LNG-tankers 
(Yamalmax class) that should transport gas from the ‘Novatek’s’ Arctic LNG plants 
along the NSR. Yamalmax class ships will unload LNG to the Kamchatka terminal, 
from where conventional (non-ice class) LNG-tankers will deliver it to consumers in 
the APR.** This scheme, compared with the direct delivery of LNG to the Asia-Pacific 
region, will reduce the cost of gas transportation by 0.2 USD per one million British 
thermal units. With the transhipment of 21.1 million tons of LNG, the savings could 
increase 225 USD million per year.* 

In March 2019, the Government approved an investment plan for the Kamchatka 
LNG terminal project (with a total value of 108 billion rubles) that will be implemented 
within the framework of TASED ‘Kamchatka’. The start of the terminal construction is 
scheduled for 2020, the launch of the first complex is planned for 2022, and the second 
one — for 2023. “Novatek plans to build a similar LNG terminal in Murmansk, and the 
order for its construction was signed by the Russian Prime Minister in April 2019. The 
project cost is estimated at more than 70 billion rubles. The beginning of work is 
scheduled for 2020, and the end is planned for 2023. When launched, the total capacity 
of the Murmansk LNG terminal will be 20.9 million tons per year.“ Thus, the Russian 
Government supported a more efficient model of operating ice-class vessels on the NSR, 
and ‘Novatek’ became the first Russian company that is planning to use the concept of 
shuttle transportation along the NSR (see Figure 2). 


3°-Decree of the Government. On the Creation of the Territory of the Advanced. 
4°-Federal Law. On the Free Port of Vladivostok. 

41Kamchatinfo. More than 240 Off-Budget Investment Projects. 

42-Kam-24. Kamchatka Plans to Build Marine Terminal. 

43-Neftegaz. Novatek and Kamchatka Signed Agreement. 

“Vedomosti. Construction of Novatek’s LNG terminal. 

45-Neftegaz. Novatek’s Transshipment Complex. 
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“~~ — non-Arctic shipping; 
~n — intra-Arctic shipping; 
~Nan — trans-Arctic shipping. 


Petropavlovsk 
Kamchatsky 


Yamal-LNG TM Arctic LNG-2 


Figure 2. Logistic scheme for LNG transportation along the NSR. 


Debating the NSR limitations 


The year of 2017 demonstrated more positive perspective of the Arctic shipping, as the 
NSR set several records. The first one was for the volume of cargo transported along the 
NSR - 10.7 million tons, which was an increase of 43% over 2016. In 2018 this figure 
exceeded 20.2 million tons.*° The second record was set for the speed of passage through 
the NSR. In August, the Yamalmax class vessel “Christophe de Margerie’, sailing from 
Hammerfest (Norway) to Boryeong (South Korea), independently passed the NSR in just 
6.5 days. Later, in October, a new record was set when the vessel ‘Baltic Winter’ sailed from 
Taicang (China) to Bremerhaven (Germany), passing through the NSR in only 5.6 days.“ 

The third record was set for the latest seasonal independent passage of a merchant ship 
through the NSR. The vessel “Eduard Toll’ entered the route through the Bering Strait on 
25 December 2017, and after 17 days arrived at the Gulf of Ob (the Kara Sea), where 
nuclear icebreaker ‘50 Let Pobedy’ escorted her to the port of Sabetta.** 

In 2016 Jeroen Pruyn formulated a list of limitations for the use of the NSR, which included 
restrictions on a vessel’s width (no more than 30 metres), deadweight (not more than 50,000 
tons), average speed (up to 11 knots), convoy waiting time (about 4 days), etc.“ But the above 
mentioned “Christophe de Margerie’ and ‘Eduard Toll’ had a width slightly more than 50 
metres, and their deadweight was about 97,000 tons.” Besides, ‘Christophe de Margerie’ had 
an average speed of more than 14 knots despite the fact that she was forced to go through ice 
fields 1.2 metres thick, and ‘Baltic Winter’ moved even faster - about 15.5 knots." 

It is worth noting that Jeroen Pruyn defined those restrictions of the ship carriers 
based on the width of the current ice-breakers (about 30 m) and therefore the width of 
the channel that they can provide in ice conditions. But the passage of “Eduard Toll’ 
demonstrated that modern vessels of Yamalmax class (about 50 m wide) are able to move 


46-Mintrans. Volume of Cargo Transportation along the NSR. 
47NSR Administration. Summing up Activity. 

“8. Rambler. Tanker “EDUARD TOLL”. 

4°-Pruyn, “Will the Northern Sea Route ever”. 

5°-Marine Traffic. 

5Russia Today. Russian LNG tanker navigates Arctic. 
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without icebreaker’s support during the winter navigation even in the Eastern part of the 
Arctic. However, we should admit that the vessel’s speed was low - about five knots - so 
in current conditions trans-Arctic shipping during the winter navigation period without 
icebreaking support is not viable, while the main shortcoming of the NSR which prevents 
it from becoming a global route is the seasonality of its use.” 

To solve this critical problem, Russia has started construction of a new class of 
icebreakers. For example, the ‘Lider’ class icebreakers will be able to move in ice fields 
up to 2 m thick at a speed of 15 knots” and thus will be able to provide year-round trans- 
Arctic shipping along the NSR. In addition, ‘Lider’ class icebreakers create channels in 
the ice 50 m wide, which allow them to escort vessels with deadweight of about 100,000 
tons through the NSR. 


International cooperation in the development of trans-Arctic shipping 


Lately, foreign companies, especially from China, Japan, and Republic of Korea made 
serious efforts to strengthen cooperation with Russia in implementation of ongoing and 
planning of future Arctic projects. The possibility of using the NSR is of particular 
interest to the export-oriented China, which is seeking a way out of the ‘Malacca 
Dilemma’ (today 85% of oil that goes to China from the Middle East and Africa is 
transported through the Strait of Malacca). The latter is often used by the US. and 
Southeast Asian countries to conduct joint naval exercises, and in the event of 
a conflict the Malacca Strait could be easily blocked by a rival nation, cutting off huge 
Chinese economics from badly needed energy resources.” To overcome this dilemma 
Beijing is compelled to look for more reliable alternative routes for hydrocarbon and 
other cargo, and, in accordance with recent Chinese strategies, Beijing had firm plans to 
increase the volume of its traffic through the NSR, and in 2013 expressed hope that by 
2020 about 15% of Chinese foreign trade could go through this route. 

In 2013 Chinese President Xi Jinping proposed ‘One Belt - One Road’ (OBOR) 
initiative, and initially, within its framework, Beijing planned to implement two key 
projects: the ‘Silk Road Economic Belt’ (development of the land route from China to 
Europe via Asia) and the ‘21° Century Maritime Silk Road’ (development of the sea route 
from China to Europe via India and Africa).°? Many Russian experts enthusiastically 
accepted this initiative, believing that Russia could offer China to use the Trans-Siberian 
Railway (TRANNSIB) and Baikal-Amur Mainline (BAM) for goods transportation. But 
the Chinese partners were not interested to invest in the development of the Russian 
railways, and instead considered various options for creating shorter routes through the 
countries of the South Caucasus (Georgia and Azerbaijan), Central (Kazakhstan, 
Kyrgyzstan, Uzbekistan, Turkmenistan) and South-Western Asia (Iran and Turkey), 
most of which will pass by the territory of Russia. 

Nevertheless, in May 2017, during the International Forum ‘One Belt - One Road’, 
Putin proposed to create a “new global transport configuration in the Eurasian continent 
by linking the infrastructure projects implemented within the Eurasian Economic Union, 


>2-Brigham, “The Arctic waterway to Russia's economic future”. 

>3-CDB “Iceberg”. Nuclear Icebreaker “Leader”. 

>4-Sevastyanov and Kravchuk, “The Russian Approach to National Security in the Arctic”. 
55-Sevastyanov, “China’s Integration Projects in Asia-Pacific and Eurasia” 
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the ‘OBOR’ and the NSR.*° Apparently, this proposal aroused substantial interest in 
Beijing, and on 20 June 2017, China’s National Development and Reform Commission 
and State Oceanic Administration published the ‘Vision for Maritime Cooperation under 
the Belt and Road Initiative’, which incorporated the Arctic into China’s ‘OBOR’ 
Initiative. Moreover, on 4 July 2017, Xi Jinping visited Russia, where the two leaders signed 
the “China-Russia Joint Declaration on Further Strengthening Comprehensive, Strategic 
and Cooperative Partnership’. The document sees the development of the NSR (mentioned 
in document as the ‘Ice Silk Road’) as a key area of cooperation between two nations.” 

Besides, on 26 January 2018 the Chinese Government released its first White Paper on 
the Arctic entitled ‘China’s Arctic Policy’. The document confirmed that “China hopes to 
work with all parties to build a “Polar Silk Road” through developing the Arctic shipping 
routes. China encourages its enterprises to participate in the infrastructure construction 
for these routes and conduct commercial trial voyages to pave the way for their com- 
mercial and regularised operation’. 

As a result, the greatest practical interest among foreigners to invest in Russian projects in 
the Arctic has been demonstrated by China who made the largest investments into LNG 
projects started by ‘Novatek’. The division of shareholders in the first one (“Yamal-LNG’) had 
been as follows: Novatek (50.1%), France’s ‘Total’ (20%), China’s ‘CNPC’ (20%) and ‘Silk 
Road Fund’ (9.9%). Being under American sanctions, ‘Novatek actively involved Chinese 
partners in this project (29.9% of its shares has been sold to Chinese companies, plus it 
received a loan of 12 billion USD from ‘Export Import Bank of China’ and ‘China 
Development Bank Corp.’). So, Beijing covered a very sizeable portion of the total project 
cost.” 

As far as ‘Arctic LNG-2’, in comparison with “Yamal-LNG’, Novatek decreased the 
amount of foreign shares in the project from almost 50% to 40%: French ‘Total’, Chinese 
‘CNODC’ (100% subsidiary of ‘CNPC’) n “‘CNOOC’ have acquired 10% each, and 
a consortium of Japanese companies ‘Mitsu? n JOGMEC’ got 10% of shares. So in the 
case of ‘Arctic LNG-2’ ‘Novatek’ diversified project participants by adding Japanese 
companies, decreased Chinese and French ownership share by 10% each, and did not 
borrow from banks relying only on own financial resources. These figures clarify that in 
a short time “Novatek’s’ dependence on Chinese financial resources has significantly 
decreased.°' Finally, in June 2019 ‘Novatek’ and ‘Gazprombank’ signed a legally binding 
agreement with Chinese petrochemical company ‘Sinopec’ on formation of a joint 
venture to sell Russian LNG at China’s domestic market. This agreement should guar- 
antee Russian LNG sales in China and open up opportunities for ‘Novatek’ for the 
development of final consumption in this largest market.°” 

Besides, On 5 June 2019, Russian ‘Sovcomflot’ and ‘Novatek’ companies, along with 
China ‘Silk Road Fund’ have signed an agreement with China “COSCO Shipping’ related 
to transportation of LNG produced at Russia’s Arctic projects. The parties intend to 
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establish a long-term cooperation providing for the joint development, financing and 
implementing year-round logistics arrangements for cargo shipping from the Arctic to 
the APR. The companies would also organise transit cargo traffic along the NSR between 
Asia and Western Europe.” 

Apart from Arctic projects, as of January 2019, China participated in 45 projects in the 
RFE within the frameworks of TACED and free port regimes. The volume of Chinese 
investments in them was 2.6 USD billion (63% from total volume of foreign investments), 
while about 17.8 USD billion has been allocated for 35 future projects. Besides, on 
13 June 2019 China’s largest construction state corporation “China Machinery Industry 
Construction Group Inc.’ (SINOCONST) signed a strategic agreement with JSC 
‘Development Corporation of Kamchatka’ that provides for a wide range of cooperation 
in attracting Chinese capital to the economy of Kamchatka Region. It was also 
announced, that ‘“SINOCONST?’ is ready to invest up to 100 billion rubles in infrastruc- 
ture facilities of Kamchatka. 

The abovementioned examples of Russian-Chinese economic cooperation in the 
Arctic demonstrate that those bilateral interactions, especially in finance, developing 
energy resources, the NSR-related ports’ infrastructure, transportation capacity, ship- 
building, etc., became very deep and mutually beneficial. Beijing is implementing an 
active Arctic policy, and in this context its interests coincide in many ways with Moscow. 
Taking this into account, as well as high level of political cooperation between two 
countries, we suggest that their interactions in the Arctic have acquired some features 
of complex interdependence, despite the fact that disagreements between them still exist, 
for example, on the NSR legal status. 

While constructing the Yamal-LNG plant, ‘Novatek’ proposed several large Japanese 
companies (“Tokyo Gas’, ‘Itochu’, ‘Mitsubishi’ and ‘Mitsui’) to buy shares in this project, 
but they declined, being apprehensive about a possible American reaction. Nevertheless, 
other Japanese companies (JSC Corp.’, ‘Chiyoda’ and “Yokogawa Electric’) won sizeable 
contracts to provide engineering and other services, including construction of a complex 
to liquefy natural gas, and ‘Novatek’ considers Japan among largest consumers of Yamal 
LNG. 

Taking into account that its shipments would be arranged by the NSR, in 
February 2018 the head of the Japan Bank for International Cooperation (JBIC) 
Tadashi Maeda announced that the bank has been ready to finance two ‘Novatek’ 
projects - “Arctic LNG-2’ and the LNG-terminal in Kamchatka - but only if Russia 
involves Japanese trading and energy companies in the projects.” 

Following that, in June 2019 a consortium of ‘Mitsui & Co’ and ‘Japan Oil, Gas and 
Metals National Corporation’ (JOGMEC) acquired 10% equity interest in “Arctic LNG- 
2’. Later, in September 2019, ‘Novatek’, ‘Mitsui O.S.K. Lines, Ltd’ (MOL) and JBIC 
signed a cooperation agreement for Kamchatka and Murmansk LNG transhipment 
projects, which provides for joint investments and acquiring a share in each project by 
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Japanese companies." We suggest that this case clearly reflects a ‘spill-over effect’ 
explained by Haas in neofunctionalism theory. 

In September 2017, during the Eastern Economic Forum (EEF) in Vladivostok South 
Korean President Moon Jae-in proposed to ‘build nine bridges between Korea and Russia 
for simultaneous and multilateral cooperation’ in the sectors of natural gas, railroads, 
shipping ports, electric power, agriculture and fisheries.’ One of those ‘bridges’ is 
directly related to implementation of joint projects on the NSR development. 

In November 2017, while visiting Seoul Alexander Galushka (then the Minister for the 
Development of the RFE) presented Korean partners a financial and economic model for 
the development of the NSR, providing full calculations of the investments and revenues 
from the utilisation of the Arctic container line between logistic hubs in Petropavlovsk- 
Kamchatsky and Murmansk. According to him, ‘the payback period of the project is 
about 8 years’.”° The parties agreed to establish a joint working group on the develop- 
ment of the NSR. The Russian delegates were informed that Korea’s largest container 
carrier - ‘Hyundai Merchant Marine’ (HMM) - had been ready to provide the test 
loading of the container line along the NSR. HMM is expected to explore the route, using 
2,500 to 3,500 twenty-foot equivalent unit (TEU) ships. The trial is to be conducted in 
2020, and if successful, HMM plans to use the NSR on a regular basis.’’ Earlier, on 
21 October 2017, South Korean shipping liner “Hyundai Glovis’ completed the country’s 
first Arctic voyage to transport 44,000 tons of naphtha between Europe and Asia by the 
NSR.” 

In May 2017, Russian company ‘NK Rosneft’ and Korean ‘Hyundai Samho Heavy 
Industries Co Ltd.’ (HSHI) established a joint venture in the sphere of engineering and 
management - JSC ‘“Zvezda-Hyundai’. In June 2017, two companies signed an agree- 
ment, according to which ‘HSHP is obliged to provide technical support in the design 
and construction of a series of ice-class, LNG-powered ‘Aframax’ tankers at ‘Zvezda’ 
shipyard.” Today ‘Zvezda’ has orders for building of 12 ‘Aframax’ tankers, five of which 
are under construction.“ 

Besides, in September 2019 ‘Rosatom-Cargo’ signed a long-term cooperation agree- 
ment with the Korea Marine Equipment Research Institute (KOMERI) and the ‘Sinokor 
Merchant Marine’ shipping company, providing for the joint development of the 
‘Northern Maritime Transit Corridor’ project. The companies plan to exchange informa- 
tion in order to identify potential areas of cooperation in the field of modernisation and 
design of ports of the route, as well as the development of sea and feeder transportation 
from Asia to Europe to increase the energy efficiency of port facilities and introduce 
digital management technologies.” All the above examples of the active participation of 
Korean companies in several joint projects indicate their interest to use the NSR on the 
regular basis, and are an example of the neofunctionalism theory-described ‘spill-over 
effect’. 
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Recently some European companies also started demonstrating interest to the NSR. In 
2018 the Danish company ‘Maersk Line’ - the world’s biggest container shipping 
company - sent its newly built Arc-4 ice-class container vessel “Venta Maersk’ to 
transport fish and electronics from Vladivostok to St. Petersburg. ‘Maersk Line’ spokes- 
persons claimed that it was ‘one-off trial passage’, and the company ‘currently does not 
see the NSR as a commercial alternative to its existing network’.”° However, earlier the 
company purchased seven ‘Venta Maersk’ class vessels with a capacity of 3,600 TEU for 
trade with Russia” (six of them have already been commissioned). Later, in June 2019, 
“Maersk Line’ signed a memorandum of cooperation with “Atomflot’ (a subsidiary of 
‘Rosatom’),’® and taking this into account it is reasonable to believe that some of those 
vessels will operate along the NSR. 

To support NSR development and exploitation Russia and her foreign partners started 
several joint projects on the basis of the shipbuilding complex ‘Zvezda’. For example, 
‘Zvezda’ has signed a number of contracts with Chinese companies, including: “China 
Shipbuilding & Offshore International’, “China Heavy Industry Corporation Nantong’, 
‘Suzhou Dafang Special Vehicle Co Ltd.’, ‘China Communications Construction 
Company’, etc. Besides, Russia created such joint enterprises, as: “Zvezda-Keppel 
Center for Engineering and Technical Design’ with participation of ‘Keppel 
Offshore&Marine’ (Singapore) and ‘MH Wirth’ (Norway) for the design of offshore 
drilling rigs and equipment for them; “Zvezda Marine Technologies Ltd.’ with participa- 
tion of ‘Damen Shipyards Group’ (Netherlands) for the design of multifunctional ice- 
class supply vessels; ‘Plant for the production of propeller-steering columns Sapphire’ 
and ‘Plant for the production of marine electrical equipment Sapphire’ with participation 
of ‘General Electric Company’ (USA) for the production of ship equipment. Taking these 
trends into account, several experts emphasise that, in cooperation with international 
partners, especially from Northeast Asia, Russia will be able to successfully develop the 
NSR project.”” 


Conclusions 


The development of the NSR is one of Russia’s key projects in the Arctic. Initially, 
Moscow considered the NSR exclusively as a national transport line to ensure the 
implementation of resource projects in the region. However, an urgent need to organise 
transportation of growing LNG volumes since 2018 required Moscow to shift its focus to 
planning and realising measures aimed at the development of the NSR as a global sea line 
connecting Europe and Asia. 

Though Moscow understands that the NSR can never replace the traditional sea 
routes, it can complement them by filling its own niche in the world market of maritime 
transport services. Lately, the Russian Government has made systemic efforts to develop 
the AZRF, which allowed it to propose an economically attractive model for the organi- 
sation of cargo transportation through the NSR that provides additional time and cost 
savings. The above-mentioned logistical model makes it possible to localise the use of all 
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available ice-class vessels in the polar waters, using them to transport cargo between two 
large logistic hubs in the eastern and western parts of the Arctic. 

Another requirement for the successful implementation of the NSR is the availability 
of a sufficient number of ice-class vessels that could provide shuttle shipping between 
those hubs on a year-round basis. Most likely, Russia, in cooperation with foreign 
partners, could create a Joint Stock Company - an operator of the trans-Arctic shipping 
with its own fleet of large ice-class transport vessels that can operate freely (either 
independently, or as a part of convoys with the support of icebreakers) in the Arctic 
seas by providing shuttle transportation of cargo between the logistic hubs. Joint projects 
in shipbuilding have become another area of cooperation in the interests of the NSR, and 
Russia started several joint projects with foreign partners on the basis of the shipbuilding 
complex ‘Zvezda’ in Primorsky Region. 

The key Russia’s partners in the NSR development so far are represented by companies 
from Northeast Asia, although the NSR utilisation could also enable European companies to 
reduce the cost of goods transportation. The parties could also work together to implement 
economic projects in the western part of the Arctic (for example, on the development of the 
infrastructure of the Murmansk port, on the construction of ice-class vessels, etc.). The 
foregoing gives grounds to believe that the project to create an international trans-Arctic 
shipping corridor could be successfully implemented in the medium-term perspective based 
on innovative and mutually beneficial transport-logistic schemes and solutions. 
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